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Mr. Gary E. Walsh

Deputy Executive Director

South Carolina Public Service Commission
Post Office Box 11649

Columbia, South Carolina 29211
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Re:  Cherokee County Cogeneration Partners, L.P. -- Purchased Power
Agreement with Duke Power Company (SCPSC Docket No. 94-615-E) and
Certificate of Environmental Compatibility and Public Convenience and
Necessity for Cogeneration Facility (SCPSC Docket No. 95-628-E)

Dear Mr. Walsh:

In accordance with the provisions of Order No. 95 -26, issued in Docket No. 94-615-E,
please find enclosed five (5) copies of Amendment No. 2, dated January 18, 1996, to the
Purchased Power Agreement ("the PPA") between Cherokee County Cogeneration Partners,
L.P., ("Cherokee") and Duke Power Company. Order No. 95-26 approved the PPA itself and
required the filing of any amendments or modifications within ten (10) days of execution.

In response to Order No. 95-1198, issued in Docket No. 95-628-E, please find enclosed
five (5) copies of Progress Report No. 94-6421/001, prepared by the Harris Group, Inc., which
describes certain specifications of Cherokee’s intended cogeneration facility which were
unavailable at the time of the application in Docket No. 95-628-E and at the hearing held in that
proceeding.

Please accept these materials for filing and make the necessary arrangements to advise
the Commission of their receipt in accordance with the Commission’s practices. If you have any
questions with respect to this matter, please do not hesitate to contact me.

Very truly yours,

Al T e

Robert T. Bockman
feab

Enclosures

cc: John C. Hooker
Jeffery M. Trepel, Esquire
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Purchused Power Agreement - Amendment No. X Duke Power Company and Cherokes County Cogeneration Pattners, L.P.

Nuke Power Company . AMENDED APPENDIX B

Page20l2
CHEROKEE COUNTY COGENERATION PARTNERS, L.P,
"Gaffney Cogeneration Facility”
LIQUIDATED PAMAGES (Cun('d}

Liquidatcd Dumuges for the detrimental offect of Cherokee's filure to meet cemtain milestoncs on Duke’s eost of power shull be caleviated in
accordance with the follawing formulas, which shall apply &t all times from the dato of execution of this Agreemenl until the Commercial

Operations Date:

. TABLEB-2
PRE-COMMEBRGIAL OPERATIONS LIQUIDATED DAMAGES

No.  Milestone Liguidated Damayes

M From contract execution untif Anticipated LD = $10.00/kW x CC
Construction Starf Date (as set forth in Article
3.2 hereof)

M, From Anticipated Construction Star Date until LDy; = $0.48kW/week x CC x  number of whole weeks since
sixty (60) days after Anticipated Commercial Anticipated Conslruction Stat
Operations Date (us set forth {n Article 3.4(n) Date
hereof)

Ms For each month, beginning June 1, 1998 through LDy = § 6.38W/month x (65,000 kW - Ave kW)
September 30, 1998, if Avg kW < 65,000 kW

M, Repinning sixty (60) days after the Anticipated LDps = $0.83&kWhveek x €0 x  number of whole weeks since
Commerciat Operations Date Anticipated Commercial
Operations Dale

where:
LDy = Pro-Commencial Operations Liguidated Damages applicable for cach milestone set forth in Table B-2 of this
Appendix B. .
cC = Cupucity Commitment, in kilownl(s, as set forth in Article 1.5(b)
Avg kW = “fotal kilowuatthours delivered to Duke during the On-Peak Hours of the monlh, divided by the number of On-Perk

Houts in the manth.

The Pre-Commercial Operations Date Liquidated Damages st forth in Table B-2 above shall begin to acerue, and Duke will draw on the
Security in the appropriale weekly or monthly amount, on the following weck ar month after the milestone or dale was scheduled to occur
pursuant 1o this Agreement znd shal! continue until the next milestune date occurs or the specific milestone is achizved.

The Liquidated Damages snd Liquidated Damage Rato(s) sei forth in this Appendix B ure based on Duke's expected additional cost of obtaining
replacement power from resources outside of it service teritory.

AMBENDED APPENDIX B - LIQUIDATED DAMAGES
CHEROKEE COUNTY COGENERATION PARTNERS, L.,
"Gaffney Cogeneration Facilily”
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Purchased Power Agreement ) Duke Power Company and Cherokee County Cogeneration Partnerr, L.

Duke Power Company APPENDIX B
Page 1 of 2

CHEROKEE COUNTY COGENERATION PARTNERS, L.P.
"Gaffoey Cogeneration Facility"
LIQUIDATED DAMAGES

Liquidated Damages for the detrimental impact of & reduction in capacity Cherokee makes available to Duke pursuant to this
Agreement shall be caloulated in accordance with the following formula:

LIQUIDATED DAMAGES = LDR, x Capaity Commitment Recuction
where:
LDR,, = Liquidated Damage Rate, expressed ig dollars per kilowatt (SKW), applicable in year "n", as set forth in the table below.
n = the year in which the Capacity Commitment Reduction ocours.
Capacity Commitment Reduction = the magnitude, in kilowatts, of the reduction in Cherokee's Capacity Commitment as

determined pursuant to Atticle 5.2. In the event of a termination, the Capacity Commitment
Reduction shall be deemed to be equal to the Capacity Commitment in effect at the time of

such termination.
- TABLE B-1
LIQUIDATED DAMAGE RATE
LDR,,
YEAR (KW)
1996 $46.00
1097 348.00
1998 $51.00
1999 $54.00
2000 $57.00
2001 $60.00
2002 . $63.00
2003 ’ $67.00
2004 $70.00
2005 ) $74.00
2005 $78.00
2007 $83.00
2008 $87.00
2009 $92.00
2010 : 597.00
2011 $162.00

If Cherokee notifies Duke, pursuant to Article 3.5, that it does not wish to continue to generate electricity at the Facility following
expiration of the term of this Agreement, or if Cherokee notifies Duke that it does wish to continue to generate electricity at the
Facility following expiration of the term of this Agreement, and Duke responds that it does not intend to purchass said electricity, then
the Liquidated Damage Rate (LDR,) set forth in Appendix B shall be reduced to $82.00 in 2008, to $63.00 in 2009, to $40.00 in
20010, and to $14.00 i 2011,

If the Agreement is extended pursuant to Article 3.8, the Liquidated Damage Rate applicable for each year of the five (5) yea.r
extension period shall be calculated solely by Duke at the time of Cherokee's election of its extension option.

(Continue)
APPENDIX B - LIQUIDATED DAMAGES

CHEROKEE COUNTY COGENERATION PARTNERS, L.P.
"Gaffney Cogeneration Facility”

34




s HM P

ERODILIC 1O

Armendment No. 2, dated January 18, 1996, principally represents the setifeners
of a dispute between Cherokee O mmw Cogeneration Patners, L2 ("Cherokee™
and Duke Power Company ("Duke”) concerning the smount of eherey Duke s
oblizaicd o purchase under the Puvchased Power Asreement at the raies i the
ST

%
—
=
-
—
e
=
i
I
<
Pl
S
=
=
e
el
—
-
—

o
aw
’_«
b

s
s
-

f’:
-
.
s
e
:
=~
f
o
o
B
fail

Power Agreement between Duoke and C In_.mika.{f md |...-\.,u.sr;.(J :my
i uent amendiments or modidicanons o be filed with the
{, \‘Hhi] Eh ?Ui‘

2 Asucle 1.1 of the Agreemeni provided thag ]}u yould pirchase
afl the electric power senerated by Cherokes’s }’-’.-ufilif'y
# o Avticle 1.5(a) provides ilni Hlt" nanweplaie capecity of Checokeo™s

generating ficilities is o be 30,000 kW and describes the equipment
which will be installed. The ,gr._.m.s_dtmy, facilities which the General
Flectvic . Company  will  wwanuisciure  and  install  meet  the
specifications in the Agreemen;

2 The output of generating facilities varies with ceriain OpeTaLin
conditions including lemperatice. Under cerain circumsiances {(for
example, the tempevatre conditions in Cherokec’s Sitine A
Application), the equipmeni  deseribed in Apiicle 1.5¢2) will
senecste cuipal I excess of RO 000 Ew (net).

© o Cherokee mainiained  the positions that Awdcle 11 of the
Asreement requived Doke to purchise all of the power generated
bv the deseribed equipmeni and thai Arficle 4.5 required Duke 1o
pay the contract rates tor all of the saipor. Duke [r_'.u.)}\' ihi position
thai it was obligated 10 purchase onlv 80,000 KW at the mes i ihe

TR RARE N R TN T

#  Withow » resolution of e dispuie, Duke refused © consent to a
third party assigniment of dhe Aoeoment which Cherokee's Tender
reaired for fimanemd clasdns i ol
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By Artele | in Amcnditom A Do o Daee have speed 1o
a Hnntanon of the oatput Dobe will B roguiiad oo purchase e
APTCCIERD o G) i average of S 000 BW o over e On-Peals Hours
in the two six-monih perjods of Aprit-Seplember and Qctober-
March; and Qi) 62,000 kW in any Off-Peak Huur, These
limitations basically reflect Thike’s position on the energy levels

B Articles 1.9 and 1.10 of the Amendment remove the express
requirement in the origined langnage for Cherokee to purchase from
Duke backaip and iaintensnce power for the Facility and power
for Cherokee's mamfacturing plapi

#  Arucle 1.11 in the Amendment provides that the Apreement does
not prohibit Cherokee from sales of electric power to third parties
subnect to Duke’s vight to “recall” firm capacity in accordance with
the Apreement.

B Article 3.3 in the Amendment adjusis the Initiat Delivery Date for
power (o he delivered to Doke e Jupes 1. 1998

® Article 3.4(a) in the Amendment adjusis the  Amicipated
Commercin)l Operations Date 1o Noavonsher 2 1998,

2 Artcle 11.0(h) in the Amendmeni provides for tiquidated darnages
after the amended Initial Detivery Date.

% Aricle 18.11 in the Amendment provides {or proservation of
Cherokee's righis urder PURPA (0 sel] capacity and cnevgy.

# The remaining yuodifications are minor clarifying or copforning
changes. :




Amendment No. 2

to

Purchased Power Agreement

between
Duke Power Company

and
Cherokee County Cogeneration Partners, L.P.

Amendment No. 2 Execution Date: January 18, 1996



AMENDMENT NO. 2

CHEROKEE COUNTY COGENERATION PARTNERS, L.P., and DUKE POWER
COMPANY do hereby mutually agree and consent to the amendment of the Purchased Power
Agreement between the parties, dated August 26, 1994, and as amended by Amendment No. 1,
which Agreement is hereby modified in the following respects only:

RECITALS

RECITALS

ARTICLE 1.1

ARTICLE 1.2

ARTICLE 1.9

ARTICLE 1.10

P. 1, line 31. Delete "(with liquid propane pipeline backup)."

P. 1, line 32. Change "Gaffney, South Carolina” to "at or near
Gaffney, South Carolina."

P. 2, lines 12-15. Delete the entire Article 1.1 and substitute the
following language: "1.1 Beginning with the Imitial Delivery
Date as defined in Article 3.3, Cherokee will sell and deliver to
Duke energy generated by the Facility, limited to (i) 62,000
kilowatts in any Off-Peak Hour, and (ii) a seasonal average output
of 80,000 kilowatts over the On-Peak Hours in any six-month
period as set forth below ("Average Seasonal Output Limitation”).
Cherokee will deliver to Duke energy up to those levels of output,
and Duke will purchase, receive, use and pay for the same, subject
to the conditions contained in this Agreement. The energy
deliveries will be measured on a monthly basis within two six-
month periods ( April-September and October-March) ("Seasonal
Periods") beginning with the first billing month after the Initial
Delivery Date as defined in Section 3 of this Agreement, in order
to determine compliance with the limitations set forth above.
Duke shall have no obligation under this Agreement to pay for
energy which Cherokee delivers to Duke in excess of the Average
Seasonal Output Limitation during any Seasonal Period. Cherokee
shall deliver its Capacity Commitment and Duke shall pay for
capacity in accordance with the provisions of Articles 4 and 5 of
this Agreement.”

P. 2, line 17. Delete "Service" and substitute the following
language: "Any electric service which Duke furnishes to
Cherokee"

P. 4, lines 3-5. Delete the entire Article 1.9 and substitute the
following language: "1.9 Any back-up and maintenance power
which Cherokee will require from Duke for the Facility’s auxiliary
electrical requirements shall be provided pursuant to a separate
Electric Service Agreement under Duke’s rate schedule appropriate
for such service. Such agreement will be executed prior to the
Initial Delivery Date for the Facility."

P. 4, lines 7-10. Delete the entire Article 1.10 and substitute the

following language: "1.10 Any electrical service which Cherokee
will require from Duke for Cherokee’s manufacturing facility

1




ArTICLE 1.11

ARTICLE 3.3

ARTICLE 3.4(a)

ARTICLE. 3.4(b)
ARTICLE 11.1¢h)

ARTICLE 12.2

ARTICLE 12.5(2)

ARTICLE 18.7

which is adjacent to the Gaffney Cogeneration Facility will be
supplied by Duke through the above described delivery point and
metering location pursuant to a separate Electric Service
Agreement under Duke’s rate schedule appropriate for such
service. Such Electric Service Agreement will be executed prior
to the Initial Delivery Date for the Facility."

P. 4, line 11. Add the following language as a new Article 1.11:
"Nothing in this Agreement will prohibit Cherokee from the sale
of electric power to any third party so long as Cherokee meets its
obligations to Duke in this Agreement, provided that any such sale
to a third party shall be subject to Duke’s right to recall 72.7 MW
of firm capacity at any time. Cherokee may satisfy its obligation
for any such recall by providing ninety percent (90%) of 72.7 MW
in accordance with this Agreement. For any such recall, Duke
shall pay for capacity and energy in accordance with Articles 4 and
5 of this Agreement, and energy delivered pursuant to such recall
shall not be counted toward the limitations in Article 1.1."

P. 6, line 12. Change "August 1, 1996" to "June 1, 1998."

P. 6, line 13. Add the following language after the word "Date":
"to a date earlier than June 1, 1998,".

P. 6, line 14. Change "June 1, 1996" to "Mazch 1, 1997."

P. 6, lines 19-25. Change "November 1, 1996;" to "November 2,
1998." Delete the remaining language of Section 3.4(a).

P. 6, line 32. Change "sixty (60)" to "three hundred (300)."

P. 22, lines 29. Add the following language as a new section: "(h)
in the event Cherokee fails to make initial deliveries on or before
June 1, 1998, liquidated damages for the detrimental effect of such
failure on Duke’s cost of power, as calculated pursuant to the
formulas set forth in Appendix B."

P. 23, lines 10-12. Add a period after the word "manner" and
delete the remaining language of Article 12.2,

P. 24, line 3-5. Delete the final sentence of Article 12.5(a) and
substitute the following sentences: "Subject to Article 12.5(b),
Cherokee shall not be required to reduce the net output of the
Facility below 59,000 kilowatts. In any event, Cherokee will not
deliver to Duke more than 62,000 kilowatts unless Duke requests
Cherokee to do so."

P. 30, line 27. Change "the Electric Service Agreements" to "any
Electric Service Agreements,"

P. 30, line 27-28. Delete "dated N




ARTICLE 18.11

P. 31, line 7. Add the following language as a new Article 18-11:

"18.11 No Waiver of PURPA Rights. Nothing in this Agreement

will constitute a waiver of any rights accruing to Cherokee by its
maintenance of QF status under PURPA to sell capacity and/or
energy from the Facility to Duke or any party in excess of the
capacity which Cherokee is obligated to deliver pursuant 1 Article
5 and the epergy and capacity which Duke is obligated to purchase
as limited by the provisions of Article 1.1."

APPENDIX B Replace existing Appendix B with the attached Appendix B, dated
January 16, 1996, incorporated herein by reference.

Except as expressly modified herein, the said Purchased Power Agreement shall remain
.in full force and effect and is hereby ratified and affirmed.

ATTEST:

" Name: T Eebert-T. Lvaas m
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DUKE POWER COMPANY:

By: .
Name: #itom F Renke

Title: Ypee~fesibr’ JSysibrn .pénaﬁzs‘ < Ol'agaffa;

CHEROKEE COUNTY COGENERATION
CORP., as a Partner on behalf of

CHEROKEE COUNTY COGENERATION
PARTNERS, L.P.

John C. Hooker

President




